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0SA-2842-70
LA-71-113-322

REPLY TO:

Mr. Timothy 1. Stahdifer
P.0O. Box #9363

Rosslyn Station
Arlington, Virginia 22209

December 7, 1970

SUBJECT : Contract Audit Repricing Proposal f
Lockheed Aircraft Corporation
(Lockheed-California Company)
Burbank, California 91503
Contract No. LK-3613

TO : {ontracting Officer {Attention: Lt. Col. B, Bailey)

1. This CPFF contract provided for work applicable to a class-
ified program. Amendment No. 1, dated 10 September 1969, paragraph 2, con-
tains the following statement:

* To accomodate the administration of minor program
revisions, a "no-fee'" change zone of 10% plus or minus
the estimated cost for the total contract, excluding
the fixed fee amount, is established. That is, as
long as the estimated cost for the total contract
excluding the fixed fee falls within the range of the
estimated total contract cost plus or minus 10% no
change in the fixed fee will be made. In the event
that the upper or lower cost limits are exceeded a
revised total contract cost would be proposed for
negotiation at the time the Contractor deems necessary,
but in no case later than 31 August 1970. v i

The contract estimated costs are $115,740 and the fixed fee is
$9,260. Since the recorded costs approximate $90,000, a contract repﬁicing

is required.
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2. We have examined the contractor's accounting records aﬁd
financial operating procedures for the purpose of determining whether the
amounts claimed for reimbursement by the contractor, as represented by the
proposal submitted, constitute allowable costs under the terms of the contract.
Our examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary.

3, The results of our examination are presented in Exhibit A and
summarized as follows:

Proposal Auditor Questianed

Estimated Costs $50,000 $87,418 $2,582
Fixed Fee 7,200 6,993 207

Total Estimated Costs :
and Fixed Fee $97,200 $94,411 $2,789

4. There are no known unclaimed wages, unclaimed depositsg, un-
presented checks, or any potential credits or refunds.

S. The contractor has stated that there are no unsettled disallow-
ances, outstanding contract legal actions, open insurance claims, or o¢ther un-
resolved items.

6. The contractor will certify that all Government propefty pro-
vided or acquired for this contract was either consumed in the performance of

the work, delivered to the customer, or disposed of as directed by the customer.
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7. The final invoice and all required closing documents will be

forwarded directly to your offlce.

8. Results of Negotiation. Negotlation meetings were held at the
contractor's plant on 17, 18, and 19 November 18570.
a. The meeting on 17 November 1970 was for Government
personnel. Those present were as follows:
Lt. Col. Burt Bailey
Richard Williams
Edward Lang
C.D. Heckman
The negotiator was furnished & copy of the rough drafttrepﬁrt at

this time.

b. At the meetings with contractor personnel, those ptesent

“were:
For the Contractor For the Government
R.L. Adair Lt, Col, B, Bailey
R.T. Passon R. Williams (part time)
T.L. McLoud E. Lang
R. Parsell (part time) Wm, Atkinson

C.D. Heckman

¢. The results of the nepotiation are shown below:

Contractor's  Government Amouhts

Proposal Offer Negotiated
Final Costs $90,000 $87,400 $88 S0D
Fixed Fee 7,200 __7,000 7,08p

,-»-—""

Totals $97,200 $94,400 (::::$9§”§sq

ARTHUR G. HANLEY
DCAA Representative-APL
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Factory Direct Labor Hours

1969
1870

Factory Direct Labor Costs

Factory Overhead
1969
1370

Materials and ODC
Recorded
Estimate to Complete

Estimated Costs

Fixed Fee, 8%

Total Estimated Costs and Fixed Fee

EXHIBIT A
SUMMARY OF COSTS RECORDED, PROPOSED, AND QUESTIONED
Recorded Contractor's Auditor Explanatory
Costs Through TWX For Amounts Note
9/27/70 Proposal Acceptance Questiéned Reference
1,715.7 1,715.7
_2,370.0 2,370.0
_4,085.7 4,085.7
$19,351 $19,351 1
$13,726 2a
17,420 2b
$32,394 §31,146_  $1,248
$ 2,968 2a
3,176 2b
$ 7,976 376,_144 $1,832
£29,527
_ 1,250 3
$30 777 $30,777 -0-
390 498 $90,000 $87,418 £3,080
( 498) 4
7,200 65,993 207 5
§97,200 $94,411 $2,78¢
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EXHIBIT A
Page 2

LXPLANATORY NOTES:

Hote 1 - For all intents and purposes, this contract appears to be coﬁpleted
except for the final negotiated CRC overhead and G&A rates. Thereforé, the
auditor has recommended for acceptance the actual recorded direct labér costs.
(A review of the records indicates that therc has been no direct labot input

from August 1970 through 18 October 1970).

Note 2-a. The auditor has used the same CRC provisional billing ratps for

1969, as those used by the DCAA Resident Office, for both overhead and GEA.

Note 2-b. The most recent rates recommended for forward pricing by th; DCAA
Resident Office on 14 October 1970 were used by the auditor for 1970 pverhead
and G§A.
Hote 3 - The estimate-to-complete item was paid on 8 October 1570.

|
Note 4 - This credit amount represents the contractor's reduction frpm

recorded costs to the proposed estimated cost amount of $90,000.

Note 5 - The rate of fee, 8%, is subject to the approval of the negptiator.
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